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(c) Notices of benefit reductions. The
plan sponsor of a plan that has been
amended to reduce benefits shall pro-
vide participants and beneficiaries and
the PBGC notice of the benefit reduc-
tion in accordance with §4281.32.

§4041A.25 Periodic determinations of
plan solvency.

(a) Annual insolvency determination.
The plan sponsor of a plan that has
been amended to eliminate all benefits
that are subject to reduction under sec-
tion 4281(c) of ERISA shall determine
in writing whether the plan is expected
to be insolvent for the first plan year
beginning after the effective date of
the amendment and for each plan year
thereafter. In the event that a plan
adopts more than one amendment re-
ducing benefits under section 4281(c) of
ERISA, the initial determination shall
be made for the first plan year begin-
ning after the effective date of the
amendment that effects the elimi-
nation of all such benefits, and a deter-
mination shall be made for each plan
year thereafter. The plan sponsor of a
plan under which no benefits are sub-
ject to reduction under section 4281(c)
of ERISA as of the date the plan termi-
nated shall determine in writing
whether the plan is expected to be in-
solvent. The initial determination
shall be made for the second plan year
beginning after the first plan year for
which it is determined under section
4281(b) of ERISA that the value of non-
forfeitable benefits under the plan ex-
ceeds the value of the plan’s assets.
The plan sponsor shall also make a sol-
vency determination for each plan year
thereafter. A determination required
under this paragraph shall be made no
later than six months before the begin-
ning of the plan year to which it ap-
plies.

(b) Other determination of insolvency.
Whether or not a prior determination
of plan solvency has been made under
paragraph (a) of this section (or under
section 4245 of ERISA), a plan sponsor
that has reason to believe, taking into
account the plan’s recent and antici-
pated financial experience, that the
plan is or may be insolvent for the cur-
rent or next plan year shall determine
in writing whether the plan is expected
to be insolvent for that plan year.

§4041A.41

(c) Benefit suspensions. If the plan
sponsor determines that the plan is, or
is expected to be, insolvent for a plan
year, it shall suspend benefits in ac-
cordance with §4281.41.

(d) Insolvency mnotices. If the plan
sponsor determines that the plan is, or
is expected to be, insolvent for a plan
year, it shall issue notices of insol-
vency or annual updates and notices of
insolvency benefit level of the PBGC
and to plan participants and bene-
ficiaries in accordance with part 4281,
subpart D.

§4041A.26 Financial assistance.

A plan sponsor that determines a re-
source benefit level under section
4245(b)(2) of ERISA that is below the
level of guaranteed benefits or that de-
termines that the plan will be unable
to pay guaranteed benefits for any
month during an insolvency year shall
apply for financial assistance from the
PBGC in accordance with §4281.47.

§4041A.27 PBGC approval to pay bene-
fits not otherwise permitted.

Upon written application by the plan
sponsor, the PBGC may authorize the
plan to pay benefits other than non-
forfeitable benefits or to pay benefits
valued at more than $1,750 in a form
other than an annuity. The PBGC will
approve such payments if it determines
that the plan sponsor has dem-
onstrated that the payments are not
adverse to the interests of the plan’s
participants and Dbeneficiaries gen-
erally and do not unreasonably in-
crease the PBGC’s risk of loss with re-
spect to the plan.

Subpart D—Closeout of Sufficient
Plans

§4041A.41 General rule.

If a plan’s assets, excluding any
claim of the plan for unpaid with-
drawal liability, are sufficient to sat-
isfy all obligations for nonforfeitable
benefits provided under the plan, the
plan sponsor may close out the plan in
accordance with this subpart by dis-
tributing plan assets in full satisfac-
tion of all nonforfeitable benefits under
the plan.
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